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Summary

Uniplex is a small business founded by principals that have extensive backgrounds in the
security alarm field. We are a manufacturer of Part 15 spread spectrum radios licensed and
operating in the 902-928 Mhz band. In addition we have developed and intend to deploy an
AVM/LMS system based upon our spread spectrum technology as our pending licenses
issue.

We urge the Commission to take the AVM/LMS industry seriously in its rule making
process. The foresight of the Commission in establishing interim AVM rules has had the
desired effect of encouraging U.S. innovation and investment in the technology. In
addition to promising new services that benefit the public, the economy will likely benefit
from the export potential of this U.S. led technology.

In this document we wish to express three points for the Commission to consider:

1) The point made by some parties in this proceeding indicating that GPS technology can
provide the services contemplated by AVM/LMS is not true. The technology that we and
others have developed using a terrestrial location infrastructure can potentially provide
services that are very much in the public interest and can not be effectively addressed by
GPS technology.

2) The AVM/LMS service is still a high risk emerging industry which will require
continued innovation in technology and marketing before it gains widespread acceptance
like cellular phones have and PCS services are expected to. If the Commission were to
decide to move the AVM/LMS allocation to new spectrum that falls under the auction
process, small innovative companies like ourselves would probably not be able to
participate and would suffer substantial financial loss.

3) We regard the Pactel proposal that puts forth specific suggestions toward the resolution
of conflicts between users of the 902-928 Mhz band as a constructive step. We believe,
however, it constrains technological innovation and creates unnecessary enforcement
issues. We outline some alternatives. '
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Discussion

Although it is true that GPS receivers are priced in the several hundred dollar range and
GPS coverage is worldwide, implementation of a useable vehicle based system in an urban
environment is costly and cumbersome compared to AVM/LMS. First, GPS is a receive
only system capable of providing navigation fixes to the vehicle but requires some sort of
communications sub-system to provide location information to the remote dispatcher or
fleet operator. Secondly, in order to obtain accurate fixes GPS systems may require a third
sub-system that communicates to a terrestrial differential correction station. Additionally
some GPS systems employ a dead reckoning sub-system to interpolate position between
fixes which are frequently lost due to signal obstruction from trees or buildings.

In contrast AVM/LMS systems can potentially provide accurate remote position and
communications in the same system at significantly lower hardware and installation
expense. Further, the need to mount GPS antennas on a vehicle rooftop to provide the best
“view”of the satellite constellation invites attack in security applications which may be the
leading applications of vehicle location technology.

Given the above contrast between GPS and AVM/LMS systems it would be hard to
imagine how GPS technology could evolve to provide location and tracking of individuals
wearing transmitters as we believe to be feasible using simpler AVM/LMS technology.
Such personal tracking services could potentially revolutionize the penal system, provide a
metropolitan wide personal emergency service and track lost children and alzhiemers
patients.

We ask that the Commission recognize that AVM/LMS services are an early stage emerging
business segment which requires further technical and marketing innovation and system
integration before it will win acceptance to a profitable level. Perhaps this is best illustrated
by the case of Teletrac who began offering AVM services in 1991 and appears to be the
leading provider at this time. Quoting from a PacTel Corporation prospectus dated
December 2, 1993 (Exhibit 1) “Teletrac is in the start-up phase of its operations and to date
its services have not achieved a significant degree of commercial acceptance. Teletrac
reported net losses before taxes of $49.1 million, $36.8 million, $12.7 million and $33.3
million during 1992, 1991, 1990 and the nine months ended September 30, 1993.” We
presume that capital expenditures required to build the network infrastructure for the six
markets currently served by Teletrac are not reflected in these figures.

In contrast, Uniplex has developed its AVM system for less than $2 million and plans beta
deployment within a month. We submit that the additional financial burden caused by
moving the AVM/LMS allocation to spectrum that would only be available through the
auction process would create a very tilted playing field virtually excluding small innovative
companies like ours and cause severe financial hardship for us. ,



3. In the matter of the Pactel Teletrac proposal.

Bandwidth and band sharing. Pactel has suggested that the total bandwidth allocated to two
users mna markct be 10.5 Mhz instead of the present 16.5 Mhz (considering the .25 Mhz

“narrow band” forward links). We believe that a concession of this nature could favorably
impact the Part 15 and AVI users of the band without seriously degrading LMS if properly
implemented.

One of the problems with the Pactel proposal is that it is specifically tailored to a technology
that is not compatible with ours or, to the best of our knowledge, any of the other
companies that have developed newer AVM technologies. Adoption of such a
technologically specific standard would favor Pactel and have devastating financial
consequences on companies such as ours who would have to go “back to the drawing
board” while Pactel would be in a position to secure channel protection by building
networks around its current technology. In addition, such a narrow technical standard
constrains innovative technological advances which will otherwise likely evolve to better
serve future market needs.

A further problem with the proposal is the sharing concept. This and the frequency
allocation issue both appear to be very specific to the Pactel technology. Adoption of such a
proposal would not only be devastating to our efforts but would create an enforcement
burden on the Commission.

We believe that a better compromise in the interests of other users of the band is to shrink
the existing two 8 Mhz bands to 5 Mhz each and not authorize any further “forward links”
outside of these bands. This would result in even more free spectrum for other users than
the Pactel proposal would because it would eliminate, potentially, .5 Mhz of forward link
allocations which we don’t believe are authorized in 90.239 anyway. It would seem that
Pactel could accommodate their forward link on a shared basis within their 5 Mhz allocation
more easily than they could accommodate another shared user. From our perspective we
W(l)luld prefer the lower bandwidth without the burden and constraints imposed by a sharing
scheme.

If few technical restrictions are placed on the use of the 5 Mhz allocations, multiple
technical approaches can compete and evolve in the marketplace without additional
burdensome actions by the Commission. We would suggest the frequencies 904-909 Mhz
and 921-926 Mhz which leaves a contiguous 12 Mhz for Part 15 users.

Again, we find Pactel’s classification of its
transmitters technology specific and narrow. We suggest that licensed fixed transmitters be
permitted 300 watts ERP and mobiles 30 watts ERP.

Pactel proposes criteria that would provide channel
protection that includes the requirement that 1,500 mobiles be on the system but does not
specify a timetable. In our judgement that could take as long as two years with a reasonable
marketing effort in a modest sized market. The Pactel prospectus dated December 2, 1993
indicates Teletrac has only 27,000 units in service as of September 30, 1993 in the six large
markets it serves despite operating expenses exceeding $100 million over more than three
years. The question raised is what happens between 0 and 1500 mobiles?

The issue of how to provide equitable access to spectrum to those of us who have invested
in the development of technology under the existing rules seems to us to be the most
difficult issue that the Commission should resolve. We ask, that in your deliberations, you



consider the extended construction times granted carly licensees as well as engineering
delays that some of us may incur if technical requircments are changed by this proceeding.

Respectfully Submitted,
UNIPLEX CORPORATION
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McNeil Bryan
President




Exhibit
Prospectus .

60,000,000 Shares | f:;,h‘:" :
PacTel Corporation L FI3 2519

Common Stock FCC MAIL ROOM

PacTel Corporation (the “Company") is offering 60,000,000 shares of Conwnon Stock, par value $.01 per share
(the “Common Stock"’), in concusrent offerings (collectively, the *Offerings’) in the United States and Canada by
the U.S. Underwriters (the “U.S. Offering''), in Europe by the European Managers (the "European Offering”’) and
in Asia by the Asian Managers (the “Asian Offering’'). Of the 60,000,000 shares offered hereby, 42,000,000 shares
are offered initially in the U.S. Offering, 13,500,000 shares are offered Initially in the European Offering and
4,500,000 shares are offered initially in the Asian Offering, subject to ransfers among the U.S. Underwriters, the
European Managers and the Asian Manayers (collectively, the “Underwiiters”). Before the Offerings, there has
been no public market for the Common Stock. See “Underwiiling—Determination of the Offering Price” for a
discussion of the factors considered in determining the initial public offering price,

Prior to the Ofterings, Pacific Telesis Group (“Telesis') will own, direcily or indirectly, 100% of the outstanding
shares of Common Stock of the Company. Telesis has annouiced that, subject to final approval by its Board of
Directors, Telesis intends to distribute 10 ils shareowners all of the Common Stock of the Company owned by
Telesis (the “Spin-off’). Telesis currenlly anticipates that such distribution will occur within six imonths after the
closing of the Offerings. See *'Investmeint Considerations --Relationship Between the Company and Telesis." After
completion of the Offerings and prior to the planned Spin-off, Telesis will own approximately 88% of the lotal

number of outstanding shares of Common Stock of the Compdny (approximately 86% if the over-aliotment options
referred to below are exercised in full).

Up to 5,000,000 shares are being reserved for sale 1o officers, directors, prospective directors and employees of
the Company, Telesis and certain of Telesis' subsidiaries and paitnerships at the initial public offering price.

The Common Stock has been approved for listing on the New York Stock Exchange upon nolice of issuance
under the symbol PTW. :

See “Invesiment Consideratlons’ for certain Information that should be considered by prospeciive
purchasers of the Common Stock offered hereby.

THESE SECURITIES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE SECURITIES AND
EXCHANGE COMMISSION OR ANY STATE SECURITIES COMMISSION NOR HAS THE SECURITIES AND
EXCHANGE COMMISSION OR ANY STATE SECURITIES COMMISSION PASSED UPON THE ACCURACY

OR ADEQUACY OF THIS PROSPECTUS. ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL
OFFENSE.

Price to Underwriting Proceeds to
Public Discount Company(1)
PerShare .............. .. ... .. .. ... .. ... .... $23.00 $1.15 $21.85
Total). . ... $I 380 000,000 $69,000,000 $1,311,000,000

st) Befoie deducung expenses payable by the Company estimated fo be $4,620,000,
2) The Companx has granted to the Underwsiters 30-day oplions to puichase up 1o an aggregale of 8,500,000 additional shares of Common
Stock at the Piice to Public less the Underwriting Discount to cover over-allotments, if any. i such ‘options are exercised in full, the total

Price to Pubiic, Undetwmmg Discount, and Proceeds 1o Company wilt be $1,575,500,000, $78,775,000 and $1,496,725,000, respectively.
See Undanmlung

Joint Global Coordinators

Lehman Brothers Salomon Brothers Inc

The shares of Common Stock are offered subject to receipt and acceptance by the Undeswriters, to prior sale,
and to their right to reject any order in whole or in panl and to withdraw, cancel or modify the offer without nolice.

W is expected that delivery of the shares will be made in New York, New York, or through the facilities of The
Depository Trust Company, on or about December 9, 1993.

Salomon Brothers Inc Léhman Brothers
Goldman, Sachs & Co. | Merrill Lynch & Co.
CS First Boston | |

Donaldson, Lufkin & Jenrette |

Securities Corporation

Morgan Stanley & Co.

- Incorporsied
The date of this Prospectus is December 2, 1993. : :



Cellular services ravenues were $603.3 million during the nine months ended September 30, 1993,
a 21.5% increase over the first nine months of 1992. The increase in revenuss in the 1993 period was
primarily a result of domeslic subsciiber growth. The Company is using the equity method 1o account
for its interest in the PacTei-McCaw Partnership, which was formed on September 1, 1993. As a result,
the revenues from the Company's San Francisco and San Jose markets are nol reflected in the
Company's consolidated cellular services revenues after September 1, 1993. if the PacTel-McCaw
Parinership had closed on January 1, 1993, the Company's pro forma cellular services revenues for
the nine months ended Septeinber 30, 1993 would have been $451.5 million. See '‘Selected
Consolidated Financial and Pro Founa Data - Pro Forima Condensed Cambined Statements of Income

Data" and PacTVel Corporation and Subsidiaries 1o Forma Condensed Combined Financial
Statements.

Paging Services. Paging services revenues priinarily consist of paging service charges and
rentals of paging units in the United States and, 1o a simall extent, Thailand. Paging services revenues
increased 20.3% in 1992 and 15.4% in 1991, as compared to the previous year. Such increases in
paging services revenues primarily resulled from 36.6% and 26.8% increases in the number of
domeslic paging unils in service in 1992 and 1991, (especlively, as compared to the previous year.
The increases in domaeslic paying units in service refiect increased penetration in existing markets
primarily through successful retail and reseller pager sales programs and the establishment of new
paging operations. The effect uf such growth in paying units in service was offset in part by a slight
decrease in the average revenue per paging unit in service, '

Paging services revenues increased by 25.9% duiing the first nine months of ‘1993 as coinpared
to the same period in the prior year primarily as a result of domestic customer growth. The number of

domestic paging units in service increased by 39.3% during the one-year period ended Seplember
30, 1993.

Vehicle Location Services. Vehicle location services revenues from Teletrac primarily consist of
charges on corporate fleet tracking and stolen vehicle tracking services. Teletrac's vehicle location
business is in the start-up phase and its services have not yet achieved a significant degree of
commercial acceplanca. Telelrac initiated operations in Los Angeles, Chicago, Detroit and Dallas/Fort
Worth in 1991 and in Miami and tHouston in 1992. Teletrac's vehicle location services revenues were
$0.7 million in 1991, $2.4 million in 1992 and $2.8 nillion in the first nine months of 1993.

Product Sales and Other Revenues. ' Product sales and other revenues primarily consist. of
revenues from sales and rentals of cellular telephones, sales of paging and vehicle localion units, and
installation charges. The increase in product sales and other revenues in the first nine months of 1993
and in 1992 and 1991 is atributable to increases in sales of paging equipment and, to a lesser exient,
sales and rentals of cellular telephones. The Company sells cellular lelephones and paging units
approximately at cost. Such costs are included in Cost of revenues.

Operating Expenses. The following table sets forth the components of the Company s operating

expenses for each of the last three years and for the nine inonths ended September 30, 1993 and
1992,

. Nine Months
Ended
Year Ended December 31, September 30,
1092 1991 1990 1993 1992
(In milons)
Operating Expensges
Costofrevenues . ......... ................... $1744 $1384 $1182 $1585 $1285
Selling and customer operations expenses . ... ... 2629 2015 159.7 2101 184.2
General, administrative and other expenses . . . . .. 2036 1746 145.0 183.3 150.0
Depreclation and amortization ............... ... 1434 1300 1100 129.9 104.7

Total operaling expenses . ............... . $7843 $6445 $5329 $6818 $567.4




in August 1993, the United States government enacled the Omnibus Budget Reconciliation Act of
1993, which incorporates new business tax provisions. These include an increase in the corporate tax
rate from 34% to 35% retroactive to January 1, 1993. The Company'’s adjustment for the change in tax
rate reduced net income by approximately $4.7 miltion in the third quarter of 1993.

income (Loss) Before Extraordinary ltem and Cumulative Effects of Accounting Changes. The
Company reported income (loss) before extraordinary ilem and cumulative effects of accounting
changes of $(10.1) million, $43.1 million (which included a $26.0 million pre-tax gain on the sale of
wiraless interests) and $50.0 million for 1992, 1991 and 1990, respectively. The decline in income over
such three year period was pritnarily the result of increasing start-up losses from the Company's
international wireless ventures, interest expenses related to the Company'’s international investments,

expenses associated with the Company's international license applications and operating losses from
Teletrac.

Telelrac (including ITS) reported pre-lax losses of $49.1 million, $36.8 million, $12.7 million and
$33.3 million during 1992, 1991 and 1990 and the nine moanths ended Seplember 30, 1993,
respectively. The Company does not expect Teletrac’'s operations to be profitable for several years and
does not intend to expand Teleliac's operations significantly until s services achieve a higher level of
commercial acceplance. The Company is continuously evaluating and considering other commercial
applications of its technology and radio tocation spectrum.

The Company is currently pursuing opportunities to expand its wireless operations in international
markets and intends 1o paiticipale aclively in the license application process for PCS in the United
Statas. To lhe extent that the Company is successful in its pursuit of new wireless licenses, the
Company will incur start-up experises which, at least in the short-term, will have a dilutive effect on the
Company's future earnings.

Extraordinary ftemn. The extraordinary item 1ecorded by the Company in 1992 is the result of a
$12.7 million early redemplion expense related to the refinancing of $100 million of long-term debt.
The debt was retired with short term funding provided by PTCR. See Note G to the Consolidated
Financial Statements of PacTel Corporation and Subsidiaries.
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the digilal paging system was oporalional in 14 caues mcludmg Madrid, Barcelona and Seville.
Sistelcom-Telemensaje offers 1one-only, nuneric and alphanuiieric paging sefvices. Al Septlember 30,
1993, Sistelcom-Telemensaje had approximalely 11,500 subsciibers. Comimercial service Is expecied
to be available in all of Spain's major cilies by 1994. The license requires thal all provincial capitals and
all cities with a population of greater than 150,000 be covered by Seplambel 1994.

Thailand. The Company provides nalionwide paging service in Thailand thvough a 49% interest
in PerCom Service Limited (“PerCom”), which has served all of Thailand’s major population centers
since February 1991, and through a wholly owned subsidiary that has provided service in Bangkok
since 1987. These comnpanies opurale togelher under the name Paclink™ and joinlly served
approximately 94,000 subscribers al Scptuinbur 30, 1993, PuiCom is obligated undar its license to
pay belween 25% and 40% of its annual paging révenuss o thu Communications Authority of Thailand
("CAT") dwing the fifteen-year tenn of e license, with guaianteed payments of approximately $57
million over such perod, of which appiuxiimalely $3.1 milhion had been paid as of September, 1993,
Under the Bangkok paging license, the Cumpany is obligatod 10 pay 33% of its annual paging revenues

1o CAT, with guaranteed pdymenla of al least $14.6 aallion required during the remaining tenn of the
license.

France. iIn Seplember 1993, the French government awarded one of three national digital paging
licenses to Omnicorm, a joint ventuie in which the Company has an 18.5% interest. The Company's i
principal parners in Omnicom are Bouygues S A. and Sociéle Genarale. Omnicom plans to add more 'i
panners in the future. Omnicom will constiuct and operale a nationwide digital paging network based i:

|
|

on ERMES, the European radio messaging standard, and expects (o begin service in Paris by October

1994. The license requires that 20% of the populatlion be cuvered by the end of 1994 and 60% by the
end of 1999. .

Other Services o 5 l'
PacTel Teletrac S

The Company, through us subssdnary Location Techaologies, lnc (‘LTI"), has a 51% interest in "
Teletrac, a partnership that offers vehicle location seivices. Teletrac currently has operations in Los |
Angeles, Detroit, Chicago, Dallas/Forn Wuith, Houstlun and Mianii, and has licenses 10 operate in more
than 100 additional cities. The Los Angeles syslem, the first 10 commence commerclal opetanons
began offering such services in January 1991. :

Telelwac is in the slan- up phase of ils operalions and 1o dala its sewlces have not acmeved a
significant degree of commercial acceplance, Telewac reported nel losses before taxes of $49. 1 million,
$36.8 million, $12.7 million and $33.3 million duing 1992, 1991, 1990 and the nine months ended
Seplember 30, 1993, respeciively. The Coimpany does nol expecl Telelrac's operations to he profitable
for several years. The Company intends 1o lake actions (0 reduce Teletrac's operaling losses and does
nol plan 10 expand Telelrac's opurations significanlly ualil its s@rvices achieve a higher level of
commercial acceptance. The Company is explosing various opportunilies 1o expand tha market for )
Telelriac's services and is conlinuously evaluating and con:.udenug other commercial applications of ils
technology and radio location spectiuim.

Technology. Teleurac locales veliicles thiough the precise calCulauon of the lime a radio signal Y
takes to ravel from a vehicle equippud with a Telelrac vehiclu location unit (“VLU") to Telewrac's land-
based receiver stalions. Telelrac's pruprivlary soltware dulumaucauy determines the vehicle’s location |
based on the time the signal anives al each station, the geographic relationship between the siations, ]
and the speed al which Ihe signal ravels. This localion is then displayed on a computer-generated
map. This pracess lakes only seconds and is generally accurale 10 within 100 feet, dependmg on
building obstruction, vehicle difection and radio wave interference. -

Products and Services. Teletrac offers twa primagy semces fleet Wacking and slolen vehicle
location. Fleet tracking allows subscribers 10 monitor the location ol all of their vehicles equipped with
VLUs, such as laxicabs, ambulances municipal buses and intra- cuy delivery trucks A subscnber may
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use the fleel Wracking service lo determine, for example, which vehicle is closest 19 a customer or

- whether a vehicle is devialing from its route. In addition, an alert button located in the vehicle allows a
- driver 10 signal an emergency. Teletrac had approximaltely 19,500 fleet wracking umits in service at
- September 30, 1993. Teletrac's stolen vehicle location service is automaucalty trlggored when a car
. alarm connected 10 a VLU is not deactivated within a short time after being lriggered. The VLU will
, automatically broadcast a signal that will appear on Teletrac's monitors. Telelrag personnel will
~ simultaneously attempt to contact the owner of the car and the police. Teletrac pfovides the police

with information such as the model and license number of the car, ag well as its Iocaﬂon The Company
also is In the process of introducing an emergency roadside assistance program for aubscnbers of its

stolen vehicle location service. Teletrac had approximately 6,400 stolen vehicle Iocallon units in service
at September 30, 1993.

Marketing. Teletrac's fleetl tracking service is marketed thiough a direct sa_les}'force located in

" the individual markets served, and, for national accounts, through a sales group located in Los
Angeles. Teletrac selis the VLUs used for fReel tracking directly to the purchaser of the service at

negotiated prices, and charges a monlhly fee of between $20 and $30 per month based on system
usage. Telelrac's stolen vehicle localion service is marketed by distributors ofiVLUs, such as
automobile and electronics dealerships who purchase them directly from manulacturets Teletrac is
not involved in the sale of such unils. Once a customer has purchased a unit, Teletrac receives an
aclivation fee of approximately $50 and a $15 monthly service tee thereafter.

Compaetition. n fleet racking, Teletrac's competilors include satellite services and traditional fleet
management services, such as specialized mobile radio, which allows a driver 10 communicate with a
dispatcher. In the stolen vehicle location market, a competitor that uses a different tgchnology began

to offer service in several major cilies prior to Telelrac, and competes direclly with Teietrac in most of
its markets.

Joint Venture. The Company, through LTI, cuirently owns 51% of Telelrac."i'Nonh American
Teletrac ('NAT") (the other partner in Teletrac) owns, directly or indirectly, 49%. Pfior 1o March 31,
1995, and if certain conditions have been fullilled, LTl and NAT may each elect to cause a combination
of NAT and LTI. In the combination, the shareholders of LTI and NAT would receive stock in the
combined entity in an amount reflecting their indirect interest in Teletrac. The shareholders of NAT may

also elect to have the combined entity register its shares in an initial public oﬂenng (the "LT1 IPO").
The LTI IPO must generally occur prior 1o March 31, 1995.

The Company and its affiliates have the right, but not the obligation, to prowde capnal to Teletrac
or the combined entity using convertible notes, prior to the earlier of March 31, 1995 or the LTI IPO. If
the Company's affiliates do not purchase such notes, funds may be sought from other sources (subject
to certain restrictions). Teletrac also guaranteed a $49.5 million debt of NAT's subsidlaty, and affiliates
of the Company have issued letters of responsibility supporting that guarantee.

Convertible securities may only be converted after the earlier of the LTI PO or Match 31, 1995. I
converted within two years after that date, the conversion rate will generally be fifty pa_(cenl of the price
at which stock was sold in the LTI IPO (or, if the LTI IPO did not occur, an appraised price). The
Company may not convert duiing that two-year period to the extent the conversion would result in the
Company owning mors than 70 percent of the company. After that time, the converslon rate will equal
the LTI IPO price until another limitation, based on a 1:9 relative ownership ratia between the former

NAT shareholders and the Company, is reached. Thereafter, the conversion rate wsll equal the fair
market value of the shares.

Long Distance

The Company presently holds a 10% interest in International Digital Communlcalions ("1IDC"). IDC
provides long-distance telephone service between Japan and over 60 countries, including the United
States, to business and residential customers. IDC also ofiers private leased circuil services within
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PACTEL CORPORATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)
(Unaudited with respect lo the peslods ended September 30, 1993 and 1992)

E. Jolnt Venlures and Acquisilions (Conlinued)

The Campany has the opporunily (o avaluate up 10 thiee different appraisal values duing the 18-
month pediod beginning in August 1996, prior 1o delenmining whether o cause the Redemption. The
Company will finance the Redemption by providing to CCl any necessary funds.

in the evenl that the Company does nol exeicise its right 1o cause the Redemption, CCl is
obligated 10 promplly commence a process 10 sull itself (and, if directed by the Company, the
Company's interest in the PacTel-CCl Partnership). in the event that the Company does not direct CCl
10 sell the Company's interest in the PacTel CCI Pannership such parinesship dissolves and the assels
are returned 1o the conribuling panner. CCl inay, in 1he aliernalive, purchase the Company's interest
in CCl or CCl and the PacTel-CCi Pannership, as the case may be, at a price based upon their
appraised values delermined in accordaice wilh the Merger Agreement. If CCl or its interest in the
PacTel-CCi Partnership is sold within certain specified tiime periods nol 10 exceed two years for a price

less than the appraised privale maikel valug, the Company is obligated 1o pay to each other CCI
stockholder a specified parcentage of such shoitfall.

In connection with the CCi iransaclion, Tulesis delivered a letter of responsibility in which it agreed,
among other things, 1o conlinue 10 own a conlrolling interest in the Company. Telesis and CCl have
agreed to the lermination of such leller ol responsibility al the tine that Telesis no longer has a
conirolling interest in the Company in exchiange for the provision by the Company of substitule credit
assurance, consisting of a $600.0 million leller of credil and a pledge of up 10 15% of CCI's shares on

a fully diluted basis, for the Conpany's vbligations in connection with the MRO and for the payment of
any make-whole oliligation, respeclively.

McCaw Cellular Communications, Inc.

in Seplember 1993, the Company and McCaw Celiular Communications, Inc. (“McCaw")
conibuted theis respeclive cellular operations in San Francisco, San Jose, Dallas, Kansas City
(Missouri/Kansas) and cerain adjoining areas 10 a joint venture with equal ownership by each
company. The new venture (ihe "PacTel-McCaw Pastnership™’) will mmanage two large cellular regional
networks covering an estimaled population of 9.2 million people. (The Company cuirenlly has
operalions covering an estimaled population of 4.5 million people in the joint venture service area.) in
a selated Wransaction, the Company puichased McCaw's Wichita and Topeka systems for $100.0
million. (See the Pro Farma Condensed Combined Financial Slalements included as an exhibit 10 these

financial statements, incorporating the PacTel-McCaw Parnership and the purchase of McCaw's
Wichita and Topeka systeims.)

FPacTel Teletrac

PacTel Teletrac (“Telatrac"), a stan-up company offering vehicle location services in six markets
in the United Stales, is 51% owned by the Company, and thus its operations are consolidaled with the
Company. Effeclive March 31, 1992, Teleiac exescised ils oplion to acquire all of the assels of
International Telelrac Systems (“1TS"). The acquisition price was $9.5 million 10 be paid over two years
and the creation of a $69.7 million "preferred capital account” for the benefit of ITS, which Teletrac
accounts for as long-term debl. This amount has been nelted with a $20.2 million receivable from s
and is reflected as $49.5 million long-term debt in the Consolidaled Balance Sheels (see Nole G_).
Additionally, the Company's 49% padtner in Telélrac provided ITS with a 24% ownership interest in
Telelrac, and, as a part of the puichase agreemerit, Teletrac credited ITS' capital account $2.5 million.
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PACTEL CORPOI‘iATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Coniinued)
{(Unaudited with respect 1o the periods ended September 30, 1993 and 1992)

E. Joint Ventures and Acquisitions (Continued)

Prior to the March 31, 1992 acquisition of ITS’ assets, Teletrac had no ownership interest in ITS.
However, the Company had an obligation through Teletrac to ITS' lender, who had funded the

substantial operaling losses of ITS. Because of this obligation, Teletrac has consolidated ITS for all
periods presented.

As of December 31, 1992, the Company had advanced Teletrac $79.5 million for ongoing
operaling expenses. Telelrac pays interest quarleily at Wells Fargo's prime rate plus 2%. Advances
issued prior lo May 29, 1992 have a three-year term with an option to extend for up to an additional
five years. Advances issued after May 29, 1992 have a six-year term. The Company can convert the
advances into additional equily interests in Teletrac or Telelrac's corporate successor. The conversion
rate may be based on an appraised price or a percentage of the price of stock issued in an initial public
offering for Teletrac's corporate successor. Such initial public offering, which may be solely elected by
the shareholders of the minorsity partner of Telelrac, must generally occur prior to March 31, 1995.

F. Intangible Assels
intangible assels consist of the following (dollars in millions):

December 31,
1992 1991
FCC licenses, at cost, less accumulated amortization of $26.8 and $21.8
for 1992 and 1991, respectively .. ........ .. ... ... .. ... .. ... $163.8 $168.2
Goodwill, at cost, less accumulated amortization of $8.0 and $6.5 for 1992
and 1991, respectively ..... ... .. ... . 459 36.4
Other intangible assels, at cost, less accumulaled amortization of $20.3
and $21.9 for 1992 and 1991, respeclively . . . ........ . ... ............ 15.3 19.6

$225.0 $224.2

G. Debt

Due to Afiliates Within One Year

Prior to the Spin-aff, the Company intends to settle in full from botl) the equity contributions and
other funds provided by Telesis (see Note R) as well as from proceeds: of the Offerings the amounts
outstanding under the lending arrangements described below (see Note R). Accordingly, the majority
of all borrowings from affiliates has been shown as short-term at December 31, 1992. Amounts due to
affillates within one year, $906.7 million and $507.8 million at December 31, 1992 and 1981,
respectively, are primarily promissory noles bearing interest at the effective cost of capital for the
lending affiliate, which averaged 5.7% during 1992 and 8.1% during 1991, and for which interest is
payable weekly. Also included in this caption are accounts payable and accrued liabilities totalling
$33.3 million and $9.9 million, at December 31, 1992 and 1991, respectively.
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PACTEL CORPORATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)
(Unaudited with 1espect 10 the periods ended September 30, 1993 and 1992)

G. Debi (Continued)
Non-current Borrowings Due (o Afliliates
Non-current borrowings due Lo affiliales are as follows (dollars in millions):

Decomber 31,
1992 18901

Note payable 1o an afiiliale relating 10 the CCl ransaction, maturing
January 31, 1997, inlerest at the effaclive cost of capital for the lending
afliliate, which rale averaged 5.7% duiing 1992, inleiest payable semi-
annually and principal due at matusity . ... .. ... ... ... $ 850 —

Nole payable 1o an aliiliale selaling to the Telstrac ransaction, $9.5
maturing December 20, 1895, $40.0 matwing January 31, 1996, interest
al prime plus 3% wilth lnlesesi payable quarterly and principal due at
malwity (N1 E) ............... ... . 495 § 495

Note payable 1o an affiliate, maluring September 25, 1993, interest at the
effective cast of capital for the lending afliliale, which averaged 5.7%
and 8.1% during 1992 and 1991, respeclively, interesl payable semi-
annually and principal due at malusity ... .. ... ... ............... 1000 100.0

2345 1495
..................................... 100.0 —

$1345 $1495

Less portion due within one year

Malurities of non-curret boriowings due 10 affiliates are as follows (dollars in millions):

December 31,
L
Malurities:
1993 . . —
1994 . ... —_
1995 . $ 95
1996 . . . 40.0
1997 . 85.0
TROIGANE! .. ... .. G —
$1345

The Company's indebledness to PacTel Capilal Resources (“PTCH"): one of Telesis' financing
subsidiaries, is expected 10 be substantially elininated before complelion of the Offerings (see ﬂota
A). Financing from PTCR will not be available after the Olterings. After the proceeds of the Offerings

are invested, the Company will issue ils own debt as needed. No assurances can be given that similar
terms will be oblained.
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